
k found th.3t region V had compl ie3 with our deci.si.on in 
+-L-L LLlGL 

--grants awarded _hefore the decisicn were 2mended to 
prohibit the use of ad valorem tax systems, 

--grants awarded sf ter the decisior! ccntairrod the saps 
nyeh;h;+;A.T y- “L. A.2 i L- LVLi f i: rii 



Region V, however, had not enforced the Asency’s require- 
ment that grantees submit a plan and schedule of implementation 
of the user charge sys%em resulting in the hcjency’s inability 
to determine whzthcr grantees were proceed ing toi;a rd 3eve lop- 
ment of user charge systems in a prompt manner. 

BACKGROUND -- 

Under section 204(b)(l) of: the Federal Water Pollution 
Contrci Act Amcfldments of 1972 (Pubi ic Law 92?-50;) I the 
Agency Administrator shall nat approve ar.y qrant for any 

treatment facility after Harch 1, 1973, 

I’* * *Unless he shall first nave determined that the 
appiicant :A) has. adopted or will adopt a system of 
c p: j r ‘2 “2 2 t.2 ~CCllt.-‘7 t-h:,+ nsoh ret iy:er;t of n”JLc .,SPCP% C+A-in.-̂ b ““I”, I> \-s,%. L LUG.2 CL co Lillc:,L 

services * * * will pay its proportionate share of the 
costs of operation and maintenance (including replace- 
ment) of any waste treatment sets ices provided by the 
applicant* * *.‘I 

Local governments traditionally obtain revenues to 
f inancf pubi ic serv ices throl;+h Cd ValOr~iTl tax i.eVleS, that 

is, levies based on the assessed valuation of property within 
their jurisdictions. In many cases, the costs of .operating 
and maiqt?rn5nq I...4 b. L L“ LLL treataeg.t facilities were fundft.2 :*ith these 
revenues. 

Utility charges, on the ocher hand. are usually not 
taxes but are separate charges levied cn users of treatment 
facilities. 

Before April 1974, the Agency c~o~~ld net arrent --c- e ---. *,r*r 
charge system that was based on ad valorem taxes. Because 
many gr t:ntees were already using ad vslorem tax systems, 
hor+ever I the Agency in April 19?4 f 
an&j permi:“,cd under 

made a major policy change 
certain zonditions the use of an ad 

valor-em tax system. 

“Jr-l LiUl~J 2, 1274, we ruled t.hat the 
d id 

ad valorem tax method 
not conpiy with the act in that 

a:, t *the ad valoren system is clearly a tax based on 
the .,a!. cc2 . of the property and, conceptually at least # 
the Conq’pcc did net intend that a tax ke used to n5t~tn I -..z..d 
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the user charges. In 35l3iticr1, ttl? 26 VdlOreC SySi..EiX 

wiil not reach tax-exempt properry and the users of 
waste treatment services could corlstitctc a re?.aFively 
significant secmene cf the user2 of sewage systems. 
This omission is, in our view, one of trte major fai?inqs 
of an ad v-si0re.m svste.r-. Mcreove- L, ad ~:Ci~Gi~iii tC2XeS 

will reach industrial oFera!-ions (.nd otners that Co not 
disc”---- into 2 pc~lic CO,-~=~- cyr;tcr;. of m;l,jo,- )Ll-.iii~f- i,ac .ys UC”Y.JL 
tance also is the fact that the ad valorem tax does’ not 
i!? a p, v 1 k’ a Y rewa rti iZOT~Si?rL~CitiCri Cf Wdter and this iJ2S 
Clear:i; dii d icil;iForttint factor in the congressional adop- 
ticn of the user charge *” 

We said ihat, if the .A<ency believed that an ad valorem 
system WCUld be asFiO?r iZte in cefta in C lrcunistances, it 

should seek to obr-ain statt,tcry auc-.hcr !“Ly therefcir. 

To insure compliance vith the July 2, 1974, decision, 
the region, in Septeaber i974, amendfad all construction grants 
-awarded after Elsrch 1, 1973, to include the EolloG/ing clause: 



In addition. each zppiicant aads the foll~biry type 
statement i? an ate2chment to the grant aF?iication. 

‘I% is requirement 1~2s inconsistently aps’f icd by t!ie region. 
In our r e {/ i c t-i , f selcctcd Oh I5 ant r1j.1:3:5 q’G:lt f-ilCS, we 
found that generaiiy Ohio files contr?ir.ed inplenentat ion 

schedules for cievelopzent of user rhargc systems, whereas, 
Illlno~s t11e: did not. An Rqpncy offLci,-,l indiC;ite.< t,F:ai.= t-hit _.I -I 
inconsistency tias caused by different degrees of spprezlztion 
2s to the need for such a schedule by Agency grant persoilnz:. 
Impler?entation schedules that were submit’ied in E.OI?C cases 
were very brief, that is: indicating only the d.qte nf ~i~:k~i~.3jnn 
of a proposed system to the Agency for approval. 
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the Agi,nsy inclucied (I) h ir ins a CGnSu;tant to develop a 
system, (2) submittirig draft ordina~ces~ (3) passing a resolu- 
tion stating a system ~culd be developed, or {4) meeting with 
Agency officials to discuss the requirements. 

Houeve r , because reg ion V did not enforce the :ecuirement 
that grantees subr...it clans 

sosFlcti.on of 
and implementation sche<,rles as to 

expect-d var ious steps in developing their 
systems, the >.gency had no criteria or timetable to monitor 
aaequate;y the grantees’ progress. 

Region V ‘.?as in camp! iance r+ith Agency reguiations which 
stated tiiast a reg iona 2dmin istrbtor wuid not Fjay more tiian 60 
percent of the Federal snare of any construction protect unless 
he had approved the user charge systei:l. iis of Earch 24 * 1975, 
10 of tne 45 cr.=nL,s sy.?rd& t-0 8 05 27 gr,sr,$--e.c, yer,o brin- 
held at the >--‘- 

- - -..y 
9Q-percent payment level because the grantees 

lacked approved user charge systems. 1 Four of the 27 grantees 

System under i;gc.:cy .rev rew 2 3 5 

System being revisez after 
Agency review 

Tar-al. 

5 1 6 --- -- 

8 9 i 23 --- -_-- -- -- -- 

Most of the grantees being held at 6C percent had submitted 
p!:oposed systems to tne Age-.- :y. The grantee being held at the 
iio-percent limit but still developing a user shar;;f system was 
the tietorpolitan Sanitary District of Grtlater Chicago. The 
Distr isc, which covers Chrcago, I11 i..ois, an? over 190 suburb; 2 
cotmmunities, utilizes an ad valorem 53x system to finance its 
i; a s ce ‘Lrcatzent s@rv ices* As of Marc?, 1575, the ;igency b,jd 
aF?foved 13 sonstriiction grant; to the District fGr $35.6 
mririon. 
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in August 1974, the District’s board 0: rus’-ees passed 
a resolution (1) stating its intent to aaopt an acceptable 
user charge system anrj (2) dIrectln3 the superlneenaent to 
repcrt to t t? e hcarr? ““UI IA w  i t-, ,2 ‘, p, 13t-j (-Jays r..vitn 

--legislation necessary to imnlement a user charge system, 
a id 

--the system’s ixpact on the District’s total revenue 
sys tern. 

Since the board’s resolution, the District has taken some 
steps to deveiop an approvable system+ (See enc. i Ecr a 
chro,tology of events. ) A s of July 1475, the District had 7 
of its 19 grants eel2 at the 80-percent payme!& level. ‘She 
Distrrct has ccntinired to r e c e i v e pa y m e in t 5 ,.i’--- or-1 its “CIlrr _ Grants 
evcrl t!loq!l the YO-percent 1 imi taticn hzs been met CT! a. ,.‘.I - cevr-3 OE 
’ s grants. Region V also made eicrht acditlonal awards of 
;:03.7 mill<on to the District from April 1475 to June 30 , 1975. 
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As requested by your offici, we did not give th? Agency 
an O~~~FtUilit*~ to fG,rmtill;J review and comment on the matters 
p : Cp..” - .r’ u i”rii~.s~: -;i>* t p; -i 2 ‘“->.-¶Ytm \;z hzt-e c )- ̂  . ^ - - ̂  - r cyv* ,q + c,-..-c-q .i’Lz%ebtJ: , .a r”%i:S”e\. t p; 2 s e 
matters with Agency officials and have incorporated their views 
where appropriate. 

We war!% to invite you: attention to the fact that this 
reFort contains a recommendation to the Administrator. As 
you knOWI secticn 236 of the Ley,islative Reorganization Act 
of 1470 . . ,;, L-v the haad of a rcderal aqency to sutlcLf, a rnQ” 1 r n9 
1.1 r i + t c.n c+ ?F=flC,*F _.. . . ..-.... .A--I ._.. -..- r>r; 2.7.t :,-T-t? ._- L&Y.‘U .ke .,i my L.z.%-.: -n 3 c t-bnr Cf; ni:v .,-_ r<CnT .._. :-.-- 51 .?a 7 r-i 4 

'-. /j 
t LOX to t:i:: t!OUS2 and ~qnae,e ~os~~,ittces or, G~~;er;~m~nt Gi;e;a- / 

‘j,. ;I .* 

P ,. tions not later than 67 d~iys after the date of the report and’ . .s 

we JFc? Se!!dinq a C"D'? of this -- FCFOr t trJ Conqressman Reuss. 

S incerely yours, 

Enciosure 

7 



Date Action 

_ c 

Xe issued a decision which state4 Chat a 
user charge system based on Ann -d vaforem 
L _ __ ..-.. 11 _^L --LI -K-- LbX wuu2.I: IlUL bdL rsry statutorvti---..‘-----‘- 

a I equ 1 I elI:cI1zs = 

The District’s legal department, in comment- 
ir.g an the __. Cnnptrolicr i-e&qeral’s de-c1sion, 
stated that the District would cerrainiy 
join the Agency or lobby on its own to stek 
1 CJ~iP~StiVC? q2i.ithGri.t~ “CO EiFP:OVC ail ad Va?Cr,lm 

tax sys tern. 

--moehods of coiiection and enforcement, 

--ieqislation nCCl?SSclfy t0 iiilpiehieht a 
user charge system, and 

--the system’s impact on the District’s 
total revenue system. 

SeFtemher 1974 Reg ian V advised the Discr ict that the board 
resolution constituted an approvalle plan 
and; sciirdclle of impiementation to d;=-velop a 
user charge system. 

.a....---- 
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Dat- c= 

February 1375 

Action 

In response tc the District’s request, a 
major accounting f irin suommi t teci a proposal 
to the District for (1 f evalzaP_ing and selecc- 
ing a user ;-h-r-no azd an iqdustrral cost VI._. y,- 

recovery SyStem which would Xeet the Aqency 
requ irements: (2) de’ler1n ir! irg C;hP CQSr_ -of 
i.mpleme.nting such. a syct.e.2, a n d (3) 
ing an implementarion work plan. 

&t”relop- 

.7: ^ ,rxi.ae.-l-- -----b-s Ll,C UL3LL LLL ‘rp”L ctzti on -...-i -4-k ---- enpLul c-31,;)? y efforts 
made regarding user charge systc~s and 
reconmEnded that the proposal. submitted by 
the accounting f iron be accepted. 

The board approved the propose1 and aukhorized 
~30,~1~~ tc>r the wnrk . TN .-_ 

&count inc! firm prel iciinary study xas com- 
pleted ar.G subFiitrr:ri t ,:I the ‘?qzrC; . 

- 


